City of Chicago
Checkout Bag Tax Facts
Effective Date:
February 1, 2017 
The Tax:
· Retailers will charge their customers $.07 for every ‘Paper Carry Out Bag’ or ‘Plastic Carry Out Bag’ that the customer takes out of the store.
· Every ‘wholesaler’ doing business in the U.S. is required to charge retailers $.05 for every carry out bag they ship to a retailer in Chicago.
· Retailers are allowed to keep $.02 of the $.07 they charge their customer for a bag.
· Retailers are required to separately state the tax on the receipt given to the consumer following the sale of the bag.

· Stores may elect to not charge their customers $.07 for a carryout bag. But that means that the retailer would be absorbing the $.05 per bag charge from the wholesaler who is required to charge the retailer for the bag.

· If a wholesaler does not charge a retailer $.05 for a carryout bag, the retailer is required to register with the City and pay the $.05 tax directly to the City.
· On the effective date of the Ordinance, retailers are required to count their inventory of carryout bags and pay, directly to the City, a $.05 per bag tax on that inventory. The City describes this as the ‘Floor Tax’.

HOW IT WORKS:

Charging the Tax

Tax Eligible Products

· For the purposes of the Carryout Bag Tax, a ‘paper or plastic carryout bag’ is any bag provided by a store to a customer for the purpose of carrying the store’s goods out of the store.

Exemptions:
Paper Bags
A. Bags used to carry ‘loose bulk items’ such as:   fruit, vegetables, nuts, grains, candy, cookies or small hardware items.
B. Bags used to contain or wrap frozen food, meat or fish.
C. Bags used to contain or wrap flowers, potted plants or other damp items.
D. Bags used to segregate food or merchandise that could damage or contaminate other food or merchandise.
E. Bags that contain unwrapped prepared foods or bakery goods.
F. Pharmacy bags.
G. Bags provided by a dine-in or take-out restaurant that contain food or drink purchased by the restaurant’s customers.
H. ‘Reusable’ bags brought to the store by a customer.
Plastic Bags:
A. Same as items ‘a’ through ‘e’ under Paper Bags.
B. Newspaper bags, dry cleaning bags, garment bags.
C. Bags sold as pet or yard waste bags.
D. Bags provided by a dine-in or take-out restaurant that contain food or drink purchased by the restaurant’s customers.
E. Reusable bags brought to the store by a customer.
F. Plastic bags with a retail price of at least $.50.
Charging the Tax
Store Types
Retailer Taxable
Dine In Restaurant Non-Taxable
· A ‘Dine In Restaurant’ is a restaurant that is required to pay the City Restaurant Tax.
Dine In Restaurant Taxable
· We anticipate that some Dine In and Carry Out Restaurants will want us to tax them so that they can then charge their customers the Bag Tax and thereby defray some of the cost of their packaging.
Carry Out Restaurant Non-Taxable
· A ‘Carry Out Restaurant’ is a restaurant that prepares food on their premises for ‘immediate consumption’ and that does not make any provisions for their customers to consume their food on the premises (no tables, chairs or eating counters).
Carry Out Restaurant Taxable
Promotional Taxable
Distribution Center Non-Taxable
· A Distribution Center is any business to which we ship bags that will then take those bags and redistribute them to their locations.

· The D.C.’s store locations may or may not be in the City of Chicago.

· If a D.C. has some locations in the City and some outside of the City, we will consider that D.C. to be Non-Taxable because we have no way of knowing whether the bags we ship to them will end up in a City location.  The business owning the D.C. is then responsible for paying the tax to the City for bags used in their City Locations

· If all of the D.C.’s store locations are in the City and the D.C.’s ‘Ship To’ address is in Chicago, we will consider that D.C. to be Taxable.

· If a D.C. has a ‘Ship To’ address Zip Code that does not begin with 606_ _, that D.C. will be Non-Taxable.
Distribution Center Taxable
Other Taxable
· This Customer Class will include individuals, businesses that do not fall under the Ordinance’s definition of a store and non-profits.
Charging the Tax

Ship To Address

Zip Code
· Sales orders that have a ‘Ship To’ address with a 606 _ _ Zip Code will be eligible to be taxed.
· This will apply to Customer Pick Ups as well. If the ‘Ship To’ address in the customer’s account has a 606 _ _ Zip Code, the eligible products on the sales order will be Taxable.
We Will Charge The Bag Tax On An Item If:

If, and only if, the transaction satisfies all three of these criteria, the transaction will be considered taxable.
FAQ’s

1. Are retailers required to charge the $.07 tax to their customers?

No, but the wholesaler is required to charge the tax to the retailer so the retailer would have to absorb the $.05 tax they were charge by the wholesaler.

2. Are there penalties for not complying with the Ordinance? 

Yes, and some of them could be substantial. Those penalties are detailed in the City of Chicago Uniform Revenue Procedures Ordinance, Chapter 3-4.

3. Can I just tell my wholesaler not to charge me the $.05 tax? 

No, the Ordinance is very clear that wholesalers must charge the tax on all taxable carry out bags shipped into the City.
4. Is there still a Chicago Plastic Bag Ban Ordinance?
No. Interestingly enough, the last line of the Carryout Bag Tax Ordinance states that the Plastic Bag Ban Ordinance is ‘hereby repealed in its entirety’.
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